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CERTIFIED
Person to Contact: —
Telephone Muphex: —

. refor Reply to: [
* WY 01 1985

o Date:

Dear Appldcant:

We have considered your application for recognition of exemption from Federal
Income Tax vnder Section 501(c)(3) of the Internal Revenue Code of 1954.

The information submitted discloses tha! you were incorporated on

IR nder the nonprofit corperatica i#ws of the State of ,
‘The available fnformation discloses that you opurate two shops, unamely; a
pharsacy and uniforn shop. Approxivately, Hlls of the sales of the uniform
shop and % of the pharmacy are made to hospltal employees, These shops are
located in the which 1s adlacont to

. vy m‘o! its deriving from sales will be deposited with the
C

hospital“s fourdation ) to further the vork of the
hospital, especially froc services to tha fndigent.

Section 501(c){3) of the Conde provides for the exemptlion frow Federal Tncome
Tax of corporations orpanized and operated exclusivaly for religious,
char{table, llterary, sclentific, and educational purposes® no part of the net
earnings of which lnures to any private gharcholder or individual,

Seetion 1.501(c)(3)-1 of the Tax Regulations relates bto the definition of the
organization and operation of orpanirations described in Section n01(c)(1)
It {s quoted, in part, as follows:
"(a) ﬂr~an1=ation11 and operational tests. (1) In urder to be oxempt as ap
organization doeseribed in Section SOl(c)(%), an orgunization muat be both
organized and operated exclusively for one or more of the purposes spectfied

in such section. If an organizatioun fails to meet eithier the organizational

test or the operational tesat, it is not exempt. (2) The term ‘exempt purpoge

or purposes’, as used 1n chis section, weans any purpose or purposes spacified

in Section 501 (e) (3)....7

() Operational test. (1) Primary activities. An organization will be
regarded as operated exclusively’ for one or more cxempt purposes only if iy
engages primarily in activities which accomplish one or more of such exempt
purposes specified In Section 501(c)(3). An orpanization will not be so
regorded 1f more than an insubstantial part of ite activities is not in "
furtherance ¢f an exempt purpose. (2) Distribution of earnings. An L
organization is not operated exclusively for one or more exempt purposes 1f o
its wet sarnings trurxe in whole or in part to the benefit of private

shareholders or individuats... '
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'_'_'l‘hc-opc_ra't;ion by aSe DIte) ! R S
patients and visitors waking porchases for patiente and employeas, a cafetertn .

) . R . _. o0 - . _2 - .“ ..' - - - . ’ .
Section 1.501(e)(3)~(b) (4) ¢F the Tncome’ Tax Regulntions provides that'an ... -

o

" organization is not organized excluaively .for ane or more purposes, unless {ty

rosety,-upon dissolurion, are dedlested to 501(c)(3) purposes,

Section 502(0)' 'ﬁrovl.dae, that - an oraan_i.z_aum{ operh'tm!'for the prinary D“fDObi: o

-of eartying on a trade or husiness for'profit ehall hot.ba exenmpt: from _
:'tm:atiqn‘u_nder_ Section’ 501 on the -grounds that all of ite profits ars pryable .

Lo one or wore organizutiohs exempt from taxation wnder Seetion .501) - -

.,Sectiqn_,sﬁz(b) provides that f.or-'_ptirposeu.'qf: »:h'i's.'section,- the tem "Trade .or
usiness” shall not include; - . T : C e e

/

Section 512 applied to the organization,

"1) The deriving of rents i}ﬁich:houid'be'é’xcl\idﬁdﬁundeﬁ SoctiidﬁijlZ_(_b)‘(j) Af

- 2) Any trade'or businass {n vhich. substantially ald the weikin carrying on v

such trada or hisiness is perforved Eor the organization without

3) Ady trade or h\,sinegg:‘ﬁhich- is thg'aelling of mercbu_ﬁ_diné, qubqtantially

21l of which has heen ;jrece_ll.vi}'d' by the organization as.gift ox BT
eantributions, . . -7 Lo e el B

:t1on 501(e)(3) hospital of o wift shop patronizad by

and coffee shop primarily. for enployees’ und:nedienl stoff, and o 'parkipgf'lgt SO
for patients and visttors only, does ot ‘constitute 3 tradd or bualness. * Rey,’ - -
Rul. 69-267, Rev. Rul. 69-268, and Ray. Bul. 69-269, U

‘Bince your créating instrutent does not ‘provide for ' the distribution of assats

to. 501(c)(3) orzanization upo;i-;di_naolu;io"n -You ‘are not '.d_rga"gi;iued~'é:t(:ll._i1§n,1ve1y:'-:‘_'_'

for. 201.(e)(2) purpasen.

It 15" concluded that-the -,of)eta'ti’ori .of 'a_l' ﬁi:éfhgcy:;\nd"fuﬁifoﬁ; s'hb'p_;’f_or' hoapital

- parsonnel in & hospitpl offlce b,'u:(,ldin'g-.'adjdcent::rt:o_'a‘ hospital congtitutes a ...

trade’ or busines, This is'based 6n the f£inding that.tha operation of. thepe

shopy’ 18 not excepted from heing.a. trade -or' businesp .under Section 50UZ(b)_
~bacause your employses are salaried nl\;{'.rcceive-gmp,'.l.ay'cga_'vbe’rieﬁ.‘t:sol-.f'._It;:ji‘l_!’ algo . -

" held that the operation of these:shops would not .be -exceptel from the ;'

definition of a trade or business -under: Revenue-Rulings 69267, 69-268. or. $9- .
765. & pharmacy and or uniform shop gperated for the-bene”it of hospital’ .
rersornel doco not come within the seope’ of these ruliigs betause they ,‘“"‘ not

considered veceseary to continue :he_.“g_\{dl.ity of. _t,?_ie"Hés'pitfnl‘.ffi--- O

!




' B ) ’ 5 2 : o ' . _'-I .
' —> o BT . R - TN .

~ not exempt from taxarfon. undc»r Section 501(c)(3) bpcnuse your npt_rntions m:c

.umlninr in rlet:ail your righte nnd proceduren. .

- U you do not protast this"
‘Code provider. in part. that VA decInratory :ludgment .or: decr:.e under thi-‘l :
- section 'shall not. be 'issued in eny proreuding inless’the. ‘Tex Court,’ the’ Court-

..of Claims, or the District Court of the United »tateq t‘or ‘the: District of

P ndntnietrative temedtes availabla to :Lr wirhin the Interunl nnvenue _'St.rv:[ce "

. : ‘ B
Accordingly, you are a "’ecdar or;zanis'acion ag definnd in qcction .»0?(:1) and

not excluaively Charltalﬂe or educntional. | ) LRI

ou are "r-quirod to file I‘Ldt.ral Income Tax Qemma.
Contributionn wade to you are not de('uct:ible hy the donnra as churtmble s S
cnntribuciona an defined in uLctinn 170(c) of. Lhe Codc.. S S N

If you do - not ngree with theae conclusionn, you may uichjn thircy dnys fron _

the date of thig latter, fﬂn a brief: of the' fnctq, daw and argunents’ (in:"

" duplicata) which clearly sits-fortly your. position. In-the.évent you desire an
corel digcunafon of- the 1ssues, you should aa. tndicuru in’ your aubmissjon. ‘A‘

c.onferenc.a will. bg: arranged in: tbe Regional Os’fice ‘aftar you. have subﬂitted | L
your- brief to ‘thi Chicngo Dist:!c: Off:t.ce 8nd .ve have: had: an apportunity Lo

.. congider the ‘brief. and 1t appedrs that . the concluaiona .Yeached ore stills o *

unfavorable to you, Any aubmission NUS £ he siﬂned by one of your prlncipnl ..
officers. If the matter is tg’ ‘be “handled by a° erreaentative, .the: ('onference s
and Practice’ Pequirements regarding the £11ing of g power “of attorney, and ¥
evidence of enrollment. to practlce. must be-met. . Wa' haye . cncloaed Publication
92, Exenpt Orﬁnni»ation Appeal Procndures for. Adverse. Boceminations, which

3 proposed determinntion g timely mannér, - 1: will
‘be considered hy' the Intornal Rcvemm Service ag &5 failure to cxhaust ;}",
avnllab]e ndministmcive rencdies, " Section’, 7’&28(b)(2) of - the lnt.ernal Revenue )

Columbia df‘“‘*n‘liﬂes ‘that’ ‘the mgnniwtion invelved tian. e‘{ham,ced

oJ

Faclosuros:
Paillicating
Pora G018
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